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Before 1989, the Vietnamese health care system was totally
public funded. Citizens could access health care services free of
charge. Because of a constrained health care budget, however,
health care services could not meet the overall health needs of
people in terms of quality and quantity. To overcome this, several
policies for “socialization of health care” have been implemented.
Vietnam’s socialization of health care means mobilizing all
available and possible resources in society toward health care.
The key component of this reform is the social mobilization of
ﬁnancial resources for health care through the following policies:
implementation of user fees in public health care facilities (1989),
legalization of private health care providers (1989), health insur-
ance (1992), and ﬁnancial autonomy in public hospitals (2002) (a
kind of empowerment or power decentralization to public hospi-
tals to generate and manage revenues by themselves).
Subsequently, individuals directly ﬁnance a larger proportion
of health care costs by out-of-pocket payments when they use
health services (mostly based on the fee-for-service basis) or by
paying for health insurance premiums monthly or yearly. Also,
private actors ﬁnance a larger part of investments in health care
when they open a private clinic or a private hospital, partner with
a public hospital to open a “service-on-demand” ward (with
pricier and higher quality health care services for patients who
are willing and capable to pay), and/or purchase hi-tech diag-
nostic equipment (e.g., computed tomography scanner, magnetic
resonance imaging, and color ultrasound machine) to share the
proﬁts with the hospital. Details about these policies have been
published elsewhere [1].
In this article, we discuss about pros and cons associated with
two main policies: the development of private clinics/hospitals,
and the ﬁnancial autonomy in public hospitals, including partialsee front matter Copyright & 2014, International S
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pondence to: Nguyen X. Thanh, Institute of Heaprivatization of public hospitals (i.e., private investors partnering
with public hospitals to purchase hi-tech diagnostic equipment).Pros
Among several pros of the reform, we would like to mention
three that we think are the most important. First, the reform has
signiﬁcantly increased available resources for health care and
released the pressure to increase government budget reallocation
to health care. Keep in mind that before the reform, 100% of
public hospital revenues were from government funding. Since
the reform, public hospitals have generated revenues from at
least three sources, including government funding, health insur-
ance, and patients’ out-of-pocket payments for hospital user fees.
Although the government’s budget for health care is increasing
yearly in absolute number, it accounted for only 42% of the public
hospitals’ revenues in 2005. The remainder of hospital revenues
was derived from other sources, including health insurance
(16%), user fees (36%), and other (6%) [1]. In big cities where more
revenues are mobilized for health care than in other places, the
proportion of the government’s budget for health care is lower
and the revenues from user fees are higher than the national
average. For example, the government’s budget for public hospi-
tals in Ho Chi Minh city increased from Vietnamese dong (VND)
518 billion (US $33 million) in 2004 to VND 720 billion (US $45
million) in 2006 but accounted for only 25% to 30% of the total
revenues. Over the same time period, the revenues from user
fees, including reimbursement from health insurance agencies,
increased from VND 1114 million (US $71 million) to VND 1350
billion (US $84 million) and accounted for 60% to 65% of the total
revenues [2] (US $1 ¼ 15,699 VND in 2004 and US $1 ¼ 15,996 VND
in 2006) [3]. In terms of total health expenditure in Vietnam
(about 6% of gross domestic product), public expenditure,ociety for Pharmacoeconomics and Outcomes Research (ISPOR).
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pared with the private expenditure (70%) [1].
Second, private health care providers to some extent have
reduced the heavy workloads in public health care facilities,
especially in public hospitals. From none before the reform, up
to 2008, Vietnam had 74 private hospitals with 5600 beds. Up to
2010, the number of private hospitals increased to 102 [4]. In
addition, many private hospitals are licensed and being con-
structed. The country has more than 30,000 private clinics and
21,600 private pharmacies [1]. Of note, in addition to these
licensed private facilities, there are many unlicensed practi-
tioners, including public health staffs who practice privately at
home after the government hours. It is reported that private
health care providers provide 60% of all outpatient contacts in
Vietnam [5] and provide care for 60% of all illness episodes [6].
The number of private hospital beds, however, is still limited,
accounting for less than 5% of the total number of hospital beds
in the country [7].
Finally, with the health care reform policies, the quality of
health services has improved (at least in the structure domain
[8]), with more investments in modern technologies, especially
in diagnostics. Furthermore, competition among hospitals/
clinics to attract patients helps to improve the quality of health
services. Income of health care staff has also increased substan-
tially (about 1.5–2.5 times the base salary in some public
hospitals) [1]. This may help improve the quality of health care
services provided as more qualiﬁed staff is attracted and the risk
for corruption is reduced. Patients can access health care
services with higher quality easier because the improvement is
not only in the big cities (e.g., Hanoi and Ho Chi Minh) but also in
poorer and more remote provinces. For example, up to 2008,
public hospitals in Quang Ninh province have raised VND 50
billion (US $3 million, US $1 ¼ 16,448 VND in 2008 [3]) (out of VND
3 trillion or US $182 million nationally) for investment in high
technologies [1].Cons
The major cons of the reform that can be easily identiﬁed include
the potential for “induced demand” by health care providers.
Although quantitative evidence is currently unavailable to the
knowledge of the authors, the induced demand problem is
qualitatively reported frequently by the ofﬁcial mass media in
Vietnam, such as the national television and newspapers [9].
Demand can be induced in at least four ways. First, patients
are recommended to undergo too many diagnostic tests. In
reality, this is because of the imbalance in medical knowledge,
making it hard for patients to say “no” to the advice of doctors.
This is coupled with the test repetition for those who are referred
to another health care facility because one does not want to
accept (or trust) the tests’ results done by another.
Second, too many drugs are prescribed [10]. Sometimes they
are unnecessary, harmless but costly. Sometimes they are even
harmful such as antibiotics. For example, in a hospital in 2010,
90.4% of inpatients were prescribed the intravenous protein
therapy and many were prescribed supplements, such as glu-
tathione and arginine [11]. In another hospital in 2009, many
normal delivery women were prescribed Klamentin (an antibiotic
drug) for 16 consecutive days [12].
Third, hospitals tend to hospitalize patients with a condition
that does not require inpatient care [9]. It is observed that many
inpatients just come to hospitals to see doctors in the morning,
stay there for a while (some hours) to receive treatments (if any),
and go home in the afternoon or evening and then come back
next morning, and so on. It is likely that these inpatients have aminor condition and they should be treated as outpatients
instead.
Finally, hospitals tend to keep inpatients longer than neces-
sary. This phenomenon is clearer for those patients who are
covered by health insurance. According to Sepehri et al. [13], the
hospital length of stay of insured patients increases by factors of
1.18 to 1.39.
Consequently, there is an increase in health care expenditures
for both patients (out-of-pocket) and health insurance agencies
that may lead patients into a medical poverty trap (especially the
poor and near-poor who are not covered by health insurance) and
the insurance agencies into a situation that needs bailout from
government or an increase in premiums. According to the
Ministry of Health [14], the poor spends the equivalent of 17
months of household nonfood expenditures for each inpatient
episode. The health gap between the poor and the rich increases,
and care is allocated more according to ability to pay than need
of care.
Even the insurance companies face problems because health
care bills for insured patients exceed health insurance premiums.
According to Vietnam Social Insurance [15], this difference was
VND 1709 billion (about US $100 million [3]) in 2009, 18% higher
than that of the previous year. As a result, the premium of
compulsory insurance for former-sector workers has increased
from 3% to 4.5% of salary since 2009 [16].
In summary, Vietnam’s socialization of health care means
to mobilize ﬁnancial resources in society toward health care. In
other words, it is a process of privatization. Besides the beneﬁts
of getting more ﬁnancial investment, reducing the workload for
public health care facilities, and increasing the quality of care,
the reform faces problems of induced demand created by
health care providers to maximize their beneﬁts. There is,
however, only qualitative evidence of this abusive behavior. A
comprehensive study using both qualitative and quantitative
methods is needed to conﬁrm and measure the problem, as
well as to identify the holes in current policies and regulations.
Such information will deﬁnitely help policymakers ﬁnd
solutions.
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